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Reapportioning Fiscal Responsibility 
Result Federal Highway Law 


IMPACT the new federal highway law state and local govern- 
ments wita respect the reapportionment fiscal responsibility for the high- 
ways was considered four distinguished speakers the recent Tax Institute 
symposium Financing Highways. Excerpts from these addresses follow. The 
complete papers will appear the symposium volume published later. 


New LAw FEDERAL-STATE RELATIONS 


Epwarp Lutz 
Cornell University 


additional and substantial move placing more, not less, responsibility upon the 
national government for planning, financing, and taxing the use high- 


The National System 


The feature the 1956 legislation commanding most attention provision 
for the National System Interstate and Defense Highways. Something new 
has been added the word “National” this context. have moved long 


step toward establishing system for which the national government may 
eventually bear complete responsibility. Federal fund authorizations are pro- 
jected years ahead amounts considered sufficient complete the system. 
Apportionments among states over the period whole are essentially the 
basis costs. State contributions are cut from the original 50, and later 40, 
per cent with modifications low per cent. States may construct 
advance apportionments with assurance later reimbursement for outlays. 
The national government, conditioned present state request, may acquire 
rights-of-way. has established weight and width limits for vehicles. 


Some Changes Relations 


Now new layer highway systems taking shape the top the pyra- 
mid highway systems—national, state, county, town, and city. Most changes 
federal-state relations are likely follow from the provisions for the na- 
tional interstate system. 

The obverse greatly strengthened national control over interstate high- 
ways that state policy must conform with these controls. The state man who 
sits down the table, conscious putting only cents the dollar, 
not strong position insist having his way. The experience states 
with employment security administration may not too farfetched parallel. 

Adjustment the new situation may now and again disturbing state 
legislatures and governors. may less discomforting, and indeed welcome, 
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most professional highway men who find ties strengthened with their federal 
counterparts. For instance, limited access highways has long been favored 
engineers, but has received less enthusiastic backing state legislatures. 
The latter now must bow the terms the 1956 Act. 

very clear that close coordination national and state operations will 
essential vigorous progress interstate highways. much greater 
degree than formerly, the states will act agents the Bureau Public 
Roads implementing huge and complex construction program. The rapidity 
with which the national government moves toward more direct control over the 
national system depends upon how. states discharge this 


Financing the Spending 
The new legislation creates Highway Trust Fund receive federal high- 
way user revenues and pay the bills. New taxes are added and previously 
existing ones increased. The greater part the revenues into the fund. 
Sunk without trace are the proponents returning motor fuel taxes the 
states and separating these particular tax sources. The higher federal taxes 
rather may provide the states reason for not increasing their own gas tax 


rates. Where more money needed for construction, issuing bonds may the 
readier alternative. 


may witness unique shift roles. The decision seems have been 
finance national highway expenditure pay-as-you-go basis for the most 
part. the same time there early evidence that the highway program 
large encourage some states enter the bond market even this rela- 
tively unfavorable time. 

Not only has the national government decided stay with the states 
highway user taxation, but has bought the earmarking principle for home 
use. The 1956 Act also apparently looks toward further refinement applying 
the benefit theory taxation national highway operations. orders the 
Secretary Commerce make studies benefits and costs for the informa- 
tion Congress. What impact will this aspect federal leadership have upon 
the corporal’s guard states that have not yet succumbed earmarking? 
fanciful think time when state taxes for highway purposes will 
uniformly earmarked according carefully calculated benefit schedules 
under the strictures federal tax offset device like that for unemployment 
compensation? 


FINANCING THE SHARE THE SysTEM 


BANE 
Executive Director, Council State Governments 


venture the assertion that there not going too much reapportioning 
fiscal responsibility. June 30, 1956, states and localities spent some- 
what more than the federal expenditure for highways. 
Under the new program, states and local governments the end next year 
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probably will spending about the federal $1. But—as 
the impact the new program state and local governments—the immediate 
and most important one the certainty that the states are going have 
raise more money. 

June 1956, governments—federal, state, and local—were spending some- 
what excess billion for highways—on construction, maintenance, and 
administration. this amount the national government was spending $850 
million, and the states and localities about $5,150 million. Federal funds were 
used for construction primary, secondary, urban, and interstate highways—a 
network totaling more than 700,000 miles. State funds covered great deal 
more. They were used match the federal expenditures and undertake 
additional construction the above systems. They also paid for construction 
the 175,000 miles state highways not part the federal-aid system. 
The states, moreover, paid the entire costs maintenance federal aid and 
state highways and the cost highway administration involved operating 
highway departments, state police forces, etc. Finally, most states made high- 
way grants local units. Local funds augmented state grants paid for con- 
struction and maintenance 2.5 million miles urban, township, and county 
roads not included the federal system. 


Source State Funds for Highways 


State funds—and state mean include state and local—were derived 
from six major sources: first, the gasoline tax; second, registration and license 
fees; third, gross and mileage taxes; fourth, bond issues—the interest 
and principal for which generally were paid from dedicated highway user 
revenue; fifth, toll ancl use fees number states; and sixth, property 
taxes—to considerable extent for local roads and streets. Federal funds were 
derived from general revenues, although under the 1954 Act they were sub- 
stantially equivalent the amounts raised the federal gasoline tax. 

The gasoline tax the several states varies widely—from cents per gallon 
one state cents ten states. The average rate about 5.75 cents. 

The states have been spending $736 million the federally aided systems 
match federal funds under the 1954 Act. Just match federal funds avail- 
able these systems, the states 1957 will have spend $953.6 million—an 
increase $217.6 million. About half this increase will match funds 
for the interstate system; the remainder match funds for the other systems. 

But hasten say that this only part the additional funds the states 
will have raise for highways, since their own systems will expanding and 
maintenance costs will increase, will the costs general administration. 
During each the past few years, state and local expenditures for highways 
have increased about $300 million year. Some this additional money has 
been needed match federal grants, which increased slightly during the 
period. Most has been required for other aspecis the total highway 
program. think reasonably well informed guess that within the next 
two years, the new and expanded highway program develops, the states 
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will find necessary raise least $750 million additional new money— 
match federal funds for construction and take care their own con- 
struction, maintenance, and administrative needs. 


Revenue for Expanded Program 


Where the money come from? the main, from the six sources listed 
above. Existing taxes can expected produce larger revenues the 
number vehicle miles travel increase. Many states can and doubtless will 
increase their gasoline tax rates, and the same applies other highway user 
taxes. 

With respect the gasoline tax, might speculate moment about the 
possibilities cent gas tax. course, considering the cent federal gaso- 
line tax, motorists states which have cent tax are already paying total 
tax cents per gallon. This seems like very high rate, but look 
the actual cost the motorist perhaps isn’t high. The average car owner 
drives 10,000 miles per year, which means that uses about 666 gallons 
gas. gas tax cents would cost him $66.60. Surely this relatively 
small amount when compared all the other costs owning and operating 
car—depreciation, insurance, garage and parking expenses, repairs, and 
forth. From this view, cent gas tax may not too much pay 
for good roads. 

the undertake the very difficult task financing their share 
the greatly expanded highway system, think mileage taxes are going 
receive much more attention and consideration than they have the past. 


RESPONSIBILITY FOR STATE-LOCAL ACTION 


Moore 
President, Government Affairs Foundation, Inc. 


the colonial period and until almost the end the nineteenth century, 
responsibility for the construction and maintenance highways was largely 
assigned our local governments. Male inhabitants were required provide 
several days’ labor annually for the construction and maintenance these 
highways. Later, they were permitted pay flat sum lieu day’s labor. 
late 1889, road maintenance majority the states depended upon 
this “statute labor.” 

During the last half the nineteenth century, popular demand for better 
roads brought about some important changes road administration and the 
replacement “statute labor” with property taxes. State highway agencies 
came into being and the local administrative units for highways were enlarged. 
Technically trained personnel were employed, and road building techniques 
were improved. 

Beginning with New Jersey 1891, state aid highways was initiated 
recognition state-wide benefits good roads, but “by 1916, state financing 
designated state highway systems had largely replaced state aid the chief 
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means stimulating statewide interest highway development.” 1924, 
every state had designated state system. 

state aid was extended, state highway departments were created 
establish standards, supervise construction and maintenance, and co- 
ordinate local highway activities. Technological advancement and population 
increases the early twentieth century further stimulated the demand for 
better highways and the passage 1916 the first Federal Highway Act. 


Impact Federal Aid 


The Federal Highway Act 1916 initiated federal aid the states for road 
construction (but not maintenance) proportion their areas, populations, 
and mileage rural mail routes, matched the states general with 
equal amount their own money. The states selected the roads im- 
proved with these funds, determined the type improvements, prepared the 
plans, and supervised the construction—all subject federal approval. ob- 
tain federal aid funds, the states were required have state highway de- 


1917, some type state highway agency was operating every 


Although there has been definite trend since then toward state centraliza- 
administrative responsibility, the local governments have retained 
substantial arnount authority and responsibility for road improvement all 
the states, except Delaware, North Carolina, Virginia, and West Virginia, 
where responsibility vested almost completely the state. Classification 
road systems has served, large measure, determine the allocation such 
responsibility between the states and the local governments and among them. 

Local responsibility for our highway systems divided among about 2,750 
counties, 14,500 towns and townships, 950 road districts, and 17,000 cities, 
boroughs, and 

1944, National System Interstate Highways was established, which 
now limited law 41,000 miles, connect all major cities and pro- 
duction centers. Its routes were selected the states and the federal Bureau 
Public Roads and are the most heavily traveled the nation. 

The new federal highway aid program—which has been described the 
biggest public works project our history—is designed accomplish within 
the next years, the vast improvement not only the new interstate system 
41,000 miles, but almost 200,000 miles state highways and 508,000 
miles rural roads, total about 750,000 miles highways. 

Difficult may develop coordination and cooperation between the 
several levels government and among thousands local subdivisions and 
municipalities for the effective accomplishment the federally-aided program, 
excellent start has been made the decision that the federal government 


1Charles Dearing, American Highway Policy, Washington: The Brookings Insti- 
tution, 1941, Chapter II. 


Public Roads, Highways the United States, Washington, 1954, 
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will deal only with the states and that the states shall have major and primary 
responsibility for bringing about teamwork with and among the localities. 

There much done. Ultimate and overall responsibility for “coordina- 
tion” highway activities within the state must accepted the states 
themselves acting through their respective highway departments, but effective 
“cooperation” depends not only upon the eagerness and the ability the 
state work with its municipal and other subdivisions, but upon the com- 
parable eagerness and ability the localities work with the state and with 
each other. 

There are great variations among our states their governmental structure, 
the distributions the functions government—between the states and 
their subdivisions, and among their subdivisions—in their needs, and their 
fiscal resources meet them. 

The municipal and other subdivisions are the creations the state. ne- 
cessity they must look their states for assistance removing constitutional, 
statutory, and other obstacles their effective action. 

The eagerness the localities for cooperation with the state and with each 
other may depend upon the quality and quantity state cooperation, 
evidenced leadership based upon understanding their general and special 


local needs and resources, their objectives, and even their attitudes and tradi- 
tions. 


Planning 


Planning essential for every phase the highway program. Standards for 
the construction the interstate system were adopted last July the American 
Association State Highway Officials and approved the Bureau Public 
Roads. 

The designation routes, however, major task. the 41,000 miles 
included the interstate system, final locations have been determined for only 
11,000 miles, and most this rural areas. estimated that per cent 
the interstate system will built new locations. About one million acres 
must acquired. Nearly 7,000 miles the interstate system will con- 
structed within metropolitan areas, and the land acquired within urban 
areas will cost approximately billion, almost one-third the cost the 
projects 

tremendous amount careful planning involved not only the deter- 
mination routes but the location interchanges. necessity, many 
smaller communities will by-passed the interstate system. anticipated 
that there will demands for many more points access and exit than are 
desirable. Provision made the federal act for studies the economic 
effect such by-pass and for public hearings. Prior approval the Secretary 
Commerce required for the addition points access exits from 
the interstate system. 


Bernard Hillenbrand, The Road Program—Opportunity and Challenge, Wash- 
ington: American Municipal Association, July, 1956. 
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Limited provision made for parking but the nature the facilities and 
their location must also planned. Construction the federally-aided pro- 
gram will require the relocation utility facilities many places, but such 
relocation must carefully programmed advance minimize expense and 
interference with other activities. Priorities and time schedules for programs, 
particularly they relate specific community, must established. The 
allocation among governmental units responsibility for construction and 
maintenance, must determined. 

all these planning activities, consultation and the exchange ideas 
and information among the several levels government are imperative. 


Administration 


are accomplish the highway program time, and with maximum 
efficiency and economy, must reappraise existing governmental administra- 
tion for highways—from top bottom—and revamp wherever necessary. Re- 
cent surveys several states have indicated the need for the reorganization 
state highway departments—structurally and functionally, and procedures 
and practices. More effective organization and procedures must worked 
out meet the loads that will thrust upon them and this must done 
without delay. 

Vast amounts materials, equipment, and personnel will required for 
the new highway program. This presents serious problems peacetime lo- 
gistics government and private enterprise alike. Here too, the states have 
special responsibilities. For example, the states could provide through their 
educational systems training for highway technical services and greater incen- 
tive qualified persons enter upon such training. 

The federal act requires the Secretary Commerce investigate and make 
recommendations concerning the need federal assistance the states and 
local governments the enforcement necessary highway safety and speed 
requirements. Effective solution problems this area dependent upon 
coordinated action all levels government. The state usually the “middle- 
the family governments—federal, state, and local—and this es- 
pecially true advancing the federal aid program. 

The states should encourage the localities not only improve their own 
administrative organization and procedures, but have closer cooperation 
with their municipal neighbors developing overall plans. The various state 
leagues municipalities are always available the state for the develop- 
ment two-way cooperation between the state and its localities. District 


“engineers and county superintendents highways can most helpful too. 


the American Municipal Association has pointed out, the municipalities 
have much gain from close cooperation with the state and their municipal 
neighbors. The new highway program offers urban centers opportunity 
relieve traffic congestion, thereby speeding municipal transit services and 
reducing the cost operation. Urban communities have strong financial in- 
centive coordinate their local redevelopment plans with the roadbuilding 
program. 


a 
of 
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has been estimated that the new federal aid program involves expenditure 
within years $50 billion follows: 

$12 billion modernize renovate the rural sections interstate highways, 
connecting major cities the nation; 

billion for interstate highways within and around cities, including express- 
ways through more than congested metropolitan areas; 

$22 billion improve the 200,000-mile network primary highways and farm- 
to-market roads within states, and build extensions these roads into cities 
that farmers will have quick access downtown markets.‘ 


The federal government wil! pay per cent the estimated $27 billion cost 
constructing the 41,000 mile interstate system, and divide with the states 
equally the cost the remainder the program. not yet clear how the 
states will divide with their localities the per cent the cost the inter- 
state and one-half the cost the remainder the federally-aided 
system. 

Undoubtedly the improvement the roads and streets within the federally- 
aided system will stimulate popular demand for the improvement the re- 
maining 2.6 million miles rural roads and urban streets within the nation. 
has been estimated—although not without disagreement—that this will re- 
quire expenditure the states and localities another $50 billion within the 
next 

Confronted with increased local costs for highways, may anticipated 
that the localities will demand review and reapportionment their cost 
between the state and the localities. The states, course, must take the lead 


developing any new plan distribution expense. 


Legal Obstacles 


its efforts bring about coordination and cooperation between the state 
itself and its subdivisions and among them, every state will encounter legal 
obstacles planning, administration, and finance. For example, relatively few 
states now have adequate legal authority acquire the lands needed for the 
federal program. Although the federal act undertakes supply this authority, 
some students the subject prefer state legislation. Obviously, there are other 
legal obstacles which can overcome state action. 

This vast highway construction program must undertaken time when 
government and private enterprise are struggling meet their public and 
private capital needs, including housing, school construction, water supply 
and distribution, sewerage, and power development—to mention just few. 
shall not attempt appraise their total implications. 

All these problems emphasize the importance the task assigned the 
states with respect highways—their responsibility for leadership and for 
development maximum coordination and cooperation between the states 


4“Who Will Get the Billions for Roads,” News and World Report, June 
29, 1956, pp. 27-28. 
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and their municipal and other subdivisions, and among the localities.. 
tackle and move towards success solving these problems could set the 
pattern for more effective intergovernmental relationships for all purposes 
government throughout the nation. 


URBAN PLANNING PROBLEM THE PROGRAM 
FRANK HERRING 
Deputy Director for Comprehensive Planning, Port New York Authority 


are the midst transport revolution. The great highway building 
program that the main topic this conference must considered re- 
sponse, perhaps laggard response, that revolution. refer, course, the 
far-reaching impact our entire society the self-propelled, individually- 
powered, rubber-tired vehicle. 


The motor vehicle, with all its consequences, has not come upon suddenly. 
approximately old the century. But the pace its influence has been 
steadily increasing and within recent years have become increasingly per- 
plexed our efforts adjust ourselves it. 


Revolutionary Force the Motor Vehicle 


1920, motor vehicles were far from rare. There were about million 
operation the nation, equal per thousand population. They rolled 
estimated billion miles, about 4,900 miles per vehicle. The 
States boasted 385,000 miles hard-paved highway. 


1955, national motor vehicle registration had become nearly million 
380 per thousand population. They were operated 583 billion miles, 
9,300 miles per vehicle. Paved highway mileage had become 1.9 million and 
the cities, the counties, the states, and the federal government were 
their efforts bring the supply highway facilities within shouting distance 
the 


Many the trans-Hudson passenger ferries had gone out business, 
others were proposing abandonment, commuter rail lines were curtailing serv- 
ice and some were seeking quit entirely, suburban buses were carrying 
large share the commuter load, extensive program providing additional 
arterial highway and river crossing facilities had been recommended, con- 
struction third tube for the Lincoln Tunnel was under way, and million- 
dollar study interstate passenger transportation was being inaugurated. 


The pace the transport revolution has been accelerating one. The an- 
nual rate growth motor vehicle registrations the past five years more 
than twice the prewar rate. Pravticaily every indicator motor vehicle usage 
displays the acceleration phenomenon—production, fuel consumption, traffic 
volumes, and traffic congestion. the rate increase during the past five years 
continues, 1975 there will million more motor vehicles use the 
United States. There little wondered accelerated highway 
building program. 
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Revolution Land Use 


During this same 35-year period, another revolution has been taking place— 
revolution land use. closely related the revolution transport, and 
fact has been made possible it. Our areas are becoming 
suburbanized, residentially, industrially, and commercially. 


For number years now, new residential accommodations for the increases 
urban population have been dominated suburban development. Millions 
acres land, outlying locations made accessible only the automobile, 
have been pressed into service. Their development has been characteristically 
low density, that the rates which our great cities have grown area 
have been far out proportion their rates population rise. The dispro- 
portion has been compounded the declining size the household, the 
number people requiring housing unit, from 4.7 1900 3.3 1955 
the New York region. 

response many technological and economic factors, selected manu- 
facturing industries show strong tendency also seek outlying locations. 
Modern manufacturing methods, featuring heavy machinery and horizontal-line 
processes, call for extensive work areas one floor and consequently for 
acreage that can found reasonable cost only the city’s outskirts. The 
motor truck the main dependence many these industries for receipt 
raw materials and the shipment production while the automobile the de- 
pendence their employees for the journey and from work. 


Retailing also shows tendency follow the new metropolitan population 
the suburbs. The construction suburban shopping centevs has featured 


the architectural magazines for several years. With department stores, specialty 
shops, and professional offices, they have become much more than neighbor- 
hood facilities for convenience shopping; they are evolving into subregional 


The vitality the city can measured the amount and vitality its 
movements. Certainly, the movements cease, the city longer exists. “Grass 
growing the streets” the symbol stagnation and civic death. little 
wonder that the problems engendered movement have been perennial civic 
concerns, probably since the days and Nineveh. 


Accommodating the volume movement the central core area 
the modern metropolis simple matter. Furthermore, improvements that 
remove impediments, facilitate the flow, heighten the usefulness the 
areas that generate the movements, and produce forces tending intensify 
their activities. Taller buildings, more intensive use floor space, generate 
more activity, and swell further the demand for street capacity. Heroic efforts 
are called forth. Subways and elevated railways are built, streets are widened, 
rewidened, and double-decked, depressed roadways, elevated roadways, multi- 
story and even subterranean parking garages are built—all the endeavor 
keep with the growing volume movement that represents the life the 
city. 

propose that stop all this abandoning the downtown city and 
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decentralizing, some would have do, the counsel defeat. This prob- 
lem area the heart and soul the city; without the city, know the 
city, longer exists. 

the other hand, expectation that one can achieve completely un- 
impeded movement this area concentrated activity pipe dream. 

The problem must approached search for point balance. How 
much transport friction can the central area live with and still perform its 
functions successfully? How intensively can its activities developed the 
space available them without overstepping the iolerable limits traffic 
generation? 

The planner and the civic leader meet here severe challenge. The determi- 
nation where that point balance likely matter straight- 
forward calculation. Land values, costs, industrial and commercial 
efficiency, the profitability enterprise, the value time, traffic capacities, 
the cost civic improvements, the incidence taxation, and host other 
factors enter into equation complex that one has yet been able 
write it. must fall back intuition and informed judgment for ap- 
proximate answer. But then the task assuring that traffic generation from 
particular area will not exceed its proper bounds not easy democratic 
society. There are difficulties the way obtaining public support, for ex- 
ample, for limitations the intensity which downtown land can used.... 

must consider mass transportation necessity our larger cities but 

must recognize that its prospects success business are unpromising. 
Fares that would high enough produce about hours week the 
revenues needed balance year-round costs would undoubtedly cause further 
diversions the automobile and become self-defeating. 
recognition mass transit needed public service, rather than 
profitable even self-supporting enterprise, seems order. The goal 
public policy should that minimizing the total cost the metropolitan 
community for passenger transport, and the acceptance deficit operations 
mass transit may the wise course. any event, deficit fact life 
most our metropolitan passenger transport systems. 

realize that such policy opens new problem area—how finance 
the deficit, and how assure efficient and economical management the 
absence the profit-or-loss test. These are classic problems the fields 
political science and public finance, made sharper than ever the transport 
revolution. 

seek single brilliant solution for our urban transport problem court 
complete frustration, convinced. Moreover, most likely lead merely 
inaction. sounder recognize that urban life being presented with 
whole series challenges and must devise whole series responses. 
And after have responded, will have meet new challenges growing 
out the very responses have made. 
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